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SPEECH 

OF 

IlOiX. WILLIAM WALTER RlIELPS. 


The House having under consideration the bill (H. R. No. 1572) entitled “An act to 
amend the several acts providing a national currency and to establish free banking and 
for other purposes.*' 

Mr. PHELPS said : 

Mr. Speaker, we are bound to give the people of these United 
States a sound curl’enc 3 ^ We are bound to give them specie paj"- 
ments ; for only gold, or a credit based on gold, is a sound curi'en- 
cy. \Ye are bound, whether we be liberals, republicans, or demo- 
crats, by express promise ; we are bound by the provisions of a law, 
the first ever signed by our Chief Magistrate ; wm are bound by the 
oath we took as members of this House to support the Constitution ; 
we are bound by the conA’entions of Philadelphia, Cincinnati, and 
Baltimore, which pledged the three great parties to “speedy resump- 
tion we are bound by the act of March, 1869, Avhich “solemnly 
pledged the public faith to make provision at the earliest practica- 
ble period for the redemption of the United States notes in coin 
we are bound by the Constitution, which w’as formed “to promote 
the general welfare.” Can we better provide for the general wel- 
fare than by giving to the people a uniform, stable currency ? 

For the general welfare, for the interests of other classes, others 
may speak. Let me to-day speak for the interests of labor— the la- 
bor of the farm and of the shop— 

FOR THE POOR MAN. 

I believe, and I think I can show, that while the moral evils re- 
sulting from a depreciated currency fall uniformly, the material 
ill, the real suffering and loss, fall upon the laborer and the farmer. 
The capitalist and merchant, in the resources of varied exchanges 
and varied investments, may adjust and shift the loss ; the poor man 
receives it all. Wall street, and Beacon street, and Chestnut 
street may escape ; the farm and the workshop, never. Therefore 
I urge to-day the resumirtion of specie payments in the name of 
the farmer and mechanic. 

I ask a sound currency for those whose plows rust in the furrow ; 
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toT those who darken the streets of Paterson with their patient 
waitings. 

I SPEAK FOR MY OWN PEOPLE, 

And let no man smile that I speak for those whose Avants I best 
know and most feel : I speak for them, not to them. Shall I tell 
them of sufferings they have felt? Shall I point them to the silent 
forge, and spindle, and loom ? They have lived and moved among 
them all this dreary winter, as men can live and move, even among 
the silent monuments of departed life. They ask for a sound cur- 
rency; as their representative, I ask for it in their name. They 
have waited, they are still waiting, with latience. So far, they 
have asked for bread, and their Goveimment has given them a 
stone; they have asked for money, their Government has given 
them a rag. 

Mr, Speaker, a century ago, a part of the English people gath- 
ered around Westminster Hall to impress a sentimental grievance 
upon their representatives. Their subsequent conduct w^as not 
such as the friends of order could aiiprove. Not such would be the 
conduct of the Paterson mechanics, should they gather around 
this Capitol to impress their real grievances. There would be no 
noise, no disorder, no riot. They would stand the livelong day in 
patient waiting. They would part without threat, to let in and 
out the representatives of the people, and as each passed, they 
would simply say, “You believe the testimony of Jefferson, Jack- 
son, and Benton ; or, you believe the testimony of Adams, Clay, 
Webster, and Sumner. Give us the money they recommended; 
give us a dollar that is a dollar. Give us the money of our fathers ; 
give us the money of the wwld.” 

Mr. Speaker, I could spend much time in proving financial truths 
that w^ere never disputed before this year of our Lord. Why should 
I ? Shall I put up a man of straw, to knock him down ? Shall I 
tell truths that the theory and experience of the world have es- 
tablished ? Could I write them better than Smith, Eicardo, Say, 
Rice, and Bagehot? Can I speak them better than Jefferson, and 
Benton, and Webster, and Clay ? If there is a man who believes 
there is any other basis for a sound currency than gold, and who 
maintains that belief in the face of the w’orld’s testimony, and the 
world’s experience, I cannot convert him ; I will not attempt it. 

It seems to me that most of the confusion of thought and ex- 
pression that appears in this discussion is the result of 

INACCURACY OF TERMS. 

The wwds are used inaccurately. The confusion is one, 
not in the subject, not in the mind that grasps it, but in 
the terminology. Give that strict definition to terms, give that 
strict use of terms wTien defined, which rules in other sciences, 
and all confusion must give way to order and harmony. In the 
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great process of exchange th^e are two parts, two functions. For 
these two functions two different instruments are needed. Let us 
give these different instruments different names, and care- 
fully maintain the distinction. 

WHAT IS MONEY ? 

It is the measure of value. It is the instrument devised to trans- 
act the first step in an exchange. It is the commodity used to esti- 
mate the relative value of other commodities. 

Before we can exchange commodities we must know what is their 
real value. We must take a commodity’ of fixed value, and divid- 
ing it into units, make these represent the ratio which other copi- 
niodities bear to each other. This measure of value is money, 

THIS MEASURE OF VALUE IS GOLD. 

Why? Because gold has the mechanical qualities for such a meas- 
ure. It is divisible and indestructible. It has, too, a universal 
and stable value. Now money must have value, because it is used 
to measure value. If we wished to measure the length of commodi- 
ties we should take a measure that had length. Did we wish to 
measure weight, we w’ould take as a measui'e a commodity that 
had weight. So when we measure values w^e must have a measure 
that has value. And gold is the only article that has a universal 
and stable value. Universal, for here civilization and barbarism, 
the past and the present, meet. Abraham counted shekels in the 
first recorded bargain, and William exacted from France a coin 
subsidy. The Pacific islander clamors for gold; and for gold the 
poet laureate of Great Britain sells his muse. “But,” says an ob- 
. jector, “have not other commodities a universal value ? How with 
wheat ? Abraham gathered wdieat before shekels. Glidden’s 
mummy unfolded wheat mixed with gold, and your islander some- 
times says ‘wheat’ first, ‘gold’ afterward.” All of wTiich is true. 
But the demand for wheat is finite, and can be supplied. W’hen 
supplied the price fails, for there is a glut. Not so with gold. The 
demand is infinite; there can be no glut. It grow’s on what it 
feeds. The Incas, w'hen their eyes w’^ere dazzled with its ubiquitous 
sheen, schemed for it; and our richest grangers — most virtuous of 
men — are still Olivers, asking for more. And gold has a stable val- 
• ue ; not perfectly so, (for I have heard of California and Australia,) 
but more stable than any other commodity. Hence for our mon- 
ey, for our measure of value, w^e take gold. 

But besides money w'e hear of currency. What is that ? Money 
was the measure of value. 

WmAT IS CURRENCY ? 

Currency is the medium of exchange. It is the instrument that 
performs the second process in exchange. After money’ has fixed 
the relative values of commodities, currency makes the exchange. 
And what is currency ? What does it consist of ? 
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Mainly of Credit,— Credit in one of its many forms, draft and 
note, bill and check and account. So we have two different in- 
struments, and two sets of names for them ; one set is, the measure 
of value— gold, money ; the other is, the medium of exchange— pa- 
per credit, currency. 

And here is the only opportunity for mistake in keeping this dis- 
tinction. Money is the measure of value— is gold. Currency is the 
medium of exchange— is paper representing gold. But as a princi- 
pal can do what its representative can— money, gold, can also dis- 
charge the second process of exchange, can also be currency. It 
can perform the two functions. But when money performs the 
second function, makes the exchange, it is currency. Hence a 
deal of confusion. From this we escape by bearing always in mind 
that while money is currency, currency, except the small part 
which is gold, is not money. And perhaps just here it is well to 
say that no bullionist, no hard-money man, as far as I know, wants 
to use gold for cuiTency. We want to use gold for money, for the 
measure of values. We want to use paper as currency, as the me- 
dium of exchange. In other words, we think gold the best meas- 
ure of value ; paper the best instrument of exchange, the best cur- 
rency. But it must be paper that represents value, that represents 
gold, and can be turned into it. Why, then, are we dissatisfied 
with our present currency, which is paper? For the reason that 
it is not real currency, it does not represent value. It was not 
born, it was made. 

WHAT IS THE ORIGIN OF A SOUND CURRENCY ? 

IIow does it get its birth? It is born in some transaction, and 
represents some value, money or property, which the transaction 
concerned. This is truest of the lowest and highest forms of cre- 
dit. Take the earliest conception of currency. It is in the very 
infancy of trade before money is yet used as a measure of value. 
My friend has a skiff on the Hudson ; I have a skiff on the Potomac. 
We wish to exchange. My friend takes my skiff. He gives me a 
writing which empowers the bearer to take his. This writing is 

A DRAFT, 

the simplest form of credit, the first piece of currency. And in the 
market any man who wants the skiff, or knows the value of it, will 
accept it as currency. This draft was born in a transaction— the 
exchange of skiffs; and represents value— property, the Hudson 
skiff', which exists to redeem it. 

Take a stexi further in the develoxmient of currency. Money is 
now used as a measure of value, and exchanges are to that degree 
simi)lified. My friend this time wishes to buy my house. We fix 
the in’ice. He has no money,' but I trust him. He gives me a wi’it- 
ten xu’omise to iiay. Here is another form of credit. I walk off 
with another kind of currency— 
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THE PROMISSORY NOTE. 

This note, too, was born in a transaction — the i^urchase and sale 
of the house. And the note, too, reiiresents lu'oxierty, value; for 
It rexiresents the house which my friend owns, and which still exists 
as a means of x^nyment. If my friend, when the note falls due, 
has the house, he can, by sale or mortgage, Y>ay it. But sux>l>ose 
my friend has sold the house before the note falls due. If he sold 
it, he sold It for something— money or currency or x>roxierty — and 
he holds the money or draft or x>roperty in x^lace of the house and 
the rex^resentatlve of his note, and ready for its redemx)tion. Just 
as the skiff stood behind the draft, the house stands behind the 
note. 

But before my friend's note fell due, I needed a still higher kind 
of currency, one capable of wider circulation. Strangers refuse it; 
80 I go to my bank. The bank will discount if I will take the 
bank's x>romise. The bank's x>romise passes as money; so I take 
It. This time I go out with another form of credit— another kind 
of currency— 

THE BANK-NOTE. 

This bank bill came into being in a transaction, and rexiresents 
value— the house of my friend, which still stands ready to furnish 
the money to pay the note, which x^ays the bank-bill. 

So under natural laws currency in all forms comes into the vol- 
ume of circulation, as the result of transactions, as the represen- 
tative of value. Its volume, therefore, regulates itself. There is 
as much as there are transactions, as there are values, and no 
more. 

But there comes a 


DISTURBING ELEMENT. 

The Government injects it into this natural stream fed by the busi- 
ness of the country. Government issues its x^romises, not as the 
re]>resentative of gold, not as the rex>resentative of x^roxierty, but 
as the rex^resentative of debt. Natural currency comes as the re\y~ 
resentative of wealth— the Government currency as the rex>resenta- 
tive of poverty. 

Why, then, do not the laws of trade eject it, this foreign element 
—this bastard currency? They would. Men would refuse to take 
it. Nature would cure herself. But supreme sovereignty inter- 
feres and forces it upon the x^eople. The people submit because 
they are law-abiding. 

“But,” says the friend of the greenback, “you argue as if the 
Government gave away its currency. This is not true. The Gov- 
ernment received value for it.” Certainly; the Government 
received property for its notes; but the i^roiierty was bought for 
consumption or destruction. The x^rox>erty immediately upon its 
transfer ceased to exist as Ihe means for paying the notes. If [ 
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sold a citizen a cargo of grain and he gave me his note for it, the^ 
«fargo of grain in his hands, or some one else’s, exists as the means; 
o|f paying it. If I sell the cargo to the Government and take its, 
pote, the Government takes the grain and distributes the grain, 
amongst its soldiers, and it is consumed, and no grain is left to pay 
the notes, nor can it be sold to furnish other means of payings 
them. In the case of the Government note the i>roperty perished, 
leaving the note unprotected. In the case of the private note the 
property remained to produee the means for i)ayment. This ex-, 
amination of the nature of credit, of the origin of currency,. 

SHOWS ITS PROPER LIMITS. 

Credit can act beneficently till it reaches the consumer; there it 
should stop. Bankers and merchants are simply agents for the. 
exchange of commodities, and as such they may safely promise, 
to pay with merchandise in existence, not for their own consump-. 
tion,but for sale ; and thus they may conduct their operations forever* 
without failui'e, through the various degrees of subdivision until 
the actual consumer is reached through the retail dealer. Here- 
the point is reached where credit is most pernicious and should be 
avoided. The promises issued by the consimier, whether it be the 
Government or the laborer, are not from their nature currency,, 
and any effort to force their circulation produces only confusion 
and loss. But this is what our Government did when, in the stress . 
of war, it issued its promises against property, which it consumed 
or destroyed. Hence came the greenback, fruitful source of all 
our woes. This increased the currency beyond its natural limits. 
It was in excess. There was more currency than there was prop- 
erty for it to represent, and 

THERE WAS A DEPRECIATION. 

Let me not waste time to chronicle the now familiar effects of a 
depreciated and irredeemable currency. It is always in excess. 
This excess stimulates extravagance and speculation. There is 
constant temptation to be rid of a currency whose value is uncer- 
tain. Use it now, it is worth something ; retain it until to-morrow, 
it may be worth nothing. x\nd so tlie spirit of the gambler enters 
into the heart of the nation, and after extravagance come specula- 
tion, crime, moral and material ruin. To chronicle what of this 
moral and material ruin is general, I do not xmuse. I pass this to 
show that the worst evils of an unsound currency fall upon the 
poor. 

The harm of wrong legislation in Finance, as in taxation, falls 
and rests at last upon them. As a direct consequence of deprecia- 

I ted money, prices fluctuate, so the man who buys cannot tell for 

what he will sell, or what his money will be worth when he gets his 
pay. Against this iincertainty the rich man who sells can insure 
himself by adding a percentage to his price. The poor man who. 
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buys, buys to consume not to sell again, and pays this percentage 
out of his poverty. The rich man adds to the price of his commod- 
ities the premium on gold at each rise, and by continual exchanges 
adjusts or shifts the loss. The poor man has but one thing to ex- 
change — his labor — and does not know the hourlj^ daily, or weekly 
rise of gold ; and if he does, he cannot daily, hourly, weekly, or even 
monthly add it to his wages. He cannot readily make new' contracts 
for his labor, and, unfortunately, it is the only contract he can ever 
make. So the premium on gold reaches his wages last of all. 

Certainly, then, an 

IRREDEEMABLE CURRENCY IS NOT FOR THE POOR MAN. 

If it is for the benefit of any, it is for the rich man and for the 
speculator. The more rich the man, the more desperate the spec- 
ulator, the more easily he avoids the losses ; the more certainly he 
profits by the fluctuations. Increase the number and variety of 
transactions, and you increase the opportunities to adjust or shift 
the bijrdens of a fluctuating currency. The poor man, w'ho has 
nothing to sell but his labor, and who has everything to buy — 
lodging, food, clothing— finds his labor receiving only the premium 
on gold. This is bad for him at one end, and it is equally bad at the 
other ; for, for his support, he pays, in each case, something be- 
yond the premium. And this brings us to the general principle, that 
the premium on gold does not accurately measure the advance of 
prices, except in those articles that we export. In all other arti- 
cles, prices rise beyond the gold premium, and this rise is due to the 
percentage addetl on each exchange, to insure the seller against 
subsequent depreciation of the money in which he shall be paid. 

Naturally the increase in price w'ill W least in those commodi- 
ties w'hich pass directly from producer to consumer, and greatest 
in those which are subjected to most frequent transfers. When 
Mr. Low buys his tea in China, he i>ays for it in gold. The Chi- 
nese as yet are not intelligent enough to accept “the best curren- 
cy the world ever saw.” When the tea is in liis w'arehouse— freight, 
duties, and exchange all paid— he fixes the price. He adds to cost 
the usual percentage of profit and the premium on gold ; but he 
does not stop here. He sells on time, and before the time expires 
gold may rise 2 or 3 per cent. He does not think it will rise so 
much; but it may, and, as he sees no propriety in running any 
risk, he adds 3 per cent, and the jobber gets Mr. Low’s tea into Chi- 
cago at a cost of 3 per cent, above the premium on gold, and when 
my friend from Kansas stopped over last November and bought his 
family cliests to send to Wyandotte, the Chicago merchant said, 
“This M. C. will not remit before the 5th of next mouth; by that 
time some more of the §44,000,000 will be out and the premium on 
gold, instead of being 0, as it is now, may be 10 or 12 ; I w'ill add 5 
per cent, to guard against loss.” So when this tea reaches the lit- 
tle grangers at Wyandotte, though gold is up only 10 per c^nt., tea 
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is up 18 per cent. ; 3 per cent, added by the New York importer, and 
5 per cent, added by the Chicago jobber. So in any article, especi- 
ally manufactured articles, where the materials have passed 
through many hands, we shall have the price naturally raised far 
above the gold premium. 

And this is 

W’-HYTHE FARMER, THE WESTERN FARMER, SUFFERS 

more from a depreciated currency than any one else, except the 
poor man who has only his own labor to sell. Why ? Because the 
western farmer gets for his produce only the price of the foreign 
market. They raise and sell cotton, pork, beef, corn, wheat, 
cheese. The price of these in New York is ahvays the price in 
Liverpool, less the price of transportation. It must be so. If the 
price in Liverpool were more, we should export, or raise the home 
price. If the price in Liverpool were less, w^e should cease to carry 
produce there and the surplus accumulating in New York would 
force the New Y”ork price down to the Liverpool level. This is the 
theory, and this is the fact, that Liverpool fixes the price of our farm 
products. “But,” say the friends of an irredeemable currency, 
“ the farmer gets his price in gold and he gets the benefit of the 
premium ; how, then, is he hurt ?” He is hurt because the depre- 
ciation of our currency does not measure the increase in the prices 
of the commodities he buys. Say gold is 110; say 10 marks the 
depreciation of our dollar, and the farmer gets a gold dollar and 
changes it into Si. 10, will his $1.10 buy wiiat it once did ? No ; rent, 
clothing, food, tools, horses, tea, coffee, all have advanced beyond 
the gold premium, and \\;e have seen the reason. Each dealer 
added a percentage to guard against the loss of an uncertain cur- 
rency. 

And what is the 

RESULT TO THE FARMER ? 

He gets for his produce, in paper money, what he got before the war, 
l)lus the premium on gold; but everything he buys he buys at an 
advance greater than the premium. Wheat in Chicago before the 
war w’as $1.10 per bushel, good sugar 0 cents per pound. Now, in 
the same market, wheat brings $1.25 and the same sugar 11| cents. 
The price of the wheat shows the iHemium of gold, the price of the 
sugar shows the i)remium of gohl plus an advance of 12 per cent. The 
importer and jobber have not only charged the premium on gold to 
the consumer, they have also taken from him an extravagant rate for 
shielding them from further loss. So here the fiuctuating currency 
was a source of wealth to the rich trader, a source of poverty to the 
farmer and consumer. All the manufacturers and merchants have 
made themselves their own insurers. They have charged the pre- 
miums, which they themselves fixed, and the laborer and farmer 
have had to pay them. 

It is not the worst of the farmer’s case timt his bushel of wheat 
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shall not bring him as much sugar, as many books, as before. It 
costs him, alas! more to grow it. He pays more for land, for ser- 
vice, for tools, for horses — more than before. 

And yet the perpetuation of a financial system which robs the 
laborer and the farmer to fill the coffers of the merchant and the 
speculator is a policy urged by those who pretend to be the enemies 
of the rich and the friends of the poor. 

In the name, then, of the laborer who consumes, and the farmer 
who produces, whose welfare is the w^elfare of the country, and 
whose welfare is sapped by a dishonest currency, give us a curren- 
cy which has gold for its basis. This much at least w^e can do. We 
cannot do all ; we cannot cure 

ALL THE EVILS OF THE FINANCIAL AVORLD. 

Men will still fail; panics will still blast; Indianapolis wdll still 
want money; corn raised too far from market will still warm the 
disappointed husbandman ; railroad robbers will again drive their 
four-in-hands; the Avicked will flourish; the good Avill pine; Laza- 
rus Avill lie outside; Dives aauII feast inside — in a Avord, man will 
still be human AvhateA'er currency triumphs. But with a redeem- 
able currency we can make feAver the failures, fewer the panics, 
fewer the Lazaruses, fewer the Diveses, less the suffering, less the 
vice. Yes, I admit Avith it — even wdth an honest currency — 

A\’E SHALL STILL HAVE PANICS. 

A world which does its business on a credit basis cannot escape 
them ; and this basis is one which grows Avider as the AV'orld grows 
older. ' 

The demands on credit must increase ; forthe Avorld does not con- 
tain money enough to effect its business, and credit in one of its 
multiform shapes must continue to be the principal instrument of 
exchange. Only in rude barbarism does money discharge all the 
functions of exchange ; and as civilization increases the business of 
the world, credit by bill, by note, by check, by book account, is 
forced into greater exercise. 

How large a ])art credit plays in the business of our own country 
let the accomplished gentleman from Ohio tell, vviio long ago, by 
careful inv^estigation, obtained and recorded the figures. From 
him vA’e Icjirn that that part of the currency, which is money, really 
so or legalized— iti other AAwds, the legal-tender of a nation— bears 
an insignificant ratio in the grand total of exchanges. He found 
that the history of the 

CLEARING HOUSE ASSOCIATION 

of the New York banks shovv^ed that an av^erage of 4 i»er cent, in 
legal money was employed. In an existence of sev'enteen years the 
association had made exchanges amounting to $273, GGl, 000, 000, and 
used $11,207,000,000. 
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IN THE KEDEMPTTON BANKS 

he found the percentage 12.1 per cent. In six business days these 
banks effected exchanges of $154,959,605, and used $1S,770,708. 

IN CERTAIN COUNTRY’' BANKS, 

fairly selected from different States and Territories as having 
transactions nearest to the farming population, where credit is 
less generally used, he found the percentage 28 of money to 100 of 
receipts. The receipts for six days were $2,102,488, the legal mon- 
ey $599,328. 

This was the humble part played by legal money in our own bank 
exchanges. Wliat the exact percentage is in the sections without 
banking facilities it would be difficult to say. There it varies and 
in different nations it varies; but it is always small. In London, 
Bagehot assumes the ratio of legal-tender to total circulation is 3 
per cent. In New York, as a whole, it is properly assumed at 5 
per cent. In other words, out of transactions involving $100,000,000, 
not more than $5,000,000 of coin, greenbacks, and bank-notes are 
used. At least ninety-five out of every one hundred millions is 
l^aid by checks, drafts, bills, and the like. And small as this ratio 
is, as a more advanced civilization forces new inventions to add to 
the many forms credit can assume, the future will probably see 
that that ]>art of the currency which is money, will, as the years go 
by, bear a smaller and smaller ratio to the whole amount of com- 
mercial transactions. 

Try to realize this— the extent to which our people carry on their 
transactions on mere promises to pay, their commerce, their man- 
ufactures, their trade, all their industries, with money to pay for 
only fifteen one-hundredths of their business. And yet this vast 
system of credit stands the strain, this complicate industry goes 
on for years, until its delicate support is broken. That support is 
trust; the trust my friend has that his bank will pay his 
check; the trust I have that my friends debited in my ledger 
for money loaned will pay when I ask them. This enables the 
bank-check and the book credit, or any currency, to take the place 
of money. 

When this support is broken, when citizens begin to doubt the 
solvency of banks and bankers, and neighbors the solvency of each 
other, 

THEN COMES A PANIC — 

the child of distrust— and all, refusing every form of credit, note, or 
draft, or bill, or check, demand money. Currency is valueless ; the 
delicate machinery of credit wliich the ages have perfected ceases 
to work, and man. in the frenzy of <listrust, remitte<lto his original 
i>arbarism, will take only gold. Until the panic is hopeless, if law 
interferes, they will obey it, and take the legal money, which the 
law enforces. It the panic is hopeless, the creditor, doubtinglthe 
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ultimate solvency even of the government, refuses its legal-tender, 
and peace comes only in the utter ruin of bankruptcy. The trouble 
is the people have asked fifteen millions of legalized monej to do 
the work of one hundred millions, and it cannot. 

This shows the cause of panics — the possibility in the human heart 
suddenly to lose its normal trust in its kind. And the human heart 
is the same and will act to the same causes, whether the legal money 
is gold or whether it is paper. We shall be liable to panics always ; 
for we can never make the exchanges of our present civilization for 
money, but must always use credit mainly. And when we use 
credit, and the human heart remains as it is, we are always sulgect 
to the incursion of that distrust which will suddenly lalsylheac- 
tivity of currency, and j aiiic will reign. All we claim is that the 
liability to this incursion of distrust, this panic, is naturally greater 
under an irredeemable currency. The evils of an irredeemable 
currency, to which I have already alluded, tend strongly to ju'o- 
dnee it, tend strongly to aggravate and perpetuate it when pro- 
duced. The reign of ita]jer money gives us speculation and extrav- 
agance. Both use up money rapidly, extravagance consumes. s])ee 
Illation wastes it, or buries it in uni>rofitable investment. This 
twofold drain is felt, and a people wdiose morale has been sapjied by 
an artificial pros[ierity are forced to look about them. They 
recognize and exaggerate eonsequenees which they have no courage 
to endure; and in speedy loss of hope and faith they rush to save 
all that to them has worth— money. And the loss of trust, which 
leads men temporarily to despise credit and seek only gold, is pan- 
ic. Paper money has produced it; paper money will aggravate it. 
Had we a redeemable currency, a currency that the solvent world 
has, the insane want of money would be met. The gold of a thrif- 
ty population, ever looking for the most profitable market. wouM 
come to our relief. The profits offered would overcome all obsta- 
cles and drain the world, were it necessary. But it is not. It is 
an unreasoning panic. The arrival of a little gold, the news of it 
on a westering ship, breaks the spell, 

AND CONFIDENCE REIGNS AGAIN. 

Where we have a national currency of our own— the best in the 
world— there is no such remedy, no such cure. The national issue, if 
It has any value, has a limit. The people know that limit, know 
that the limit fixed for a normal condition of the market, is inade- 
quate now'. And if it has no limit, the most ignorant know' it is 
w'orthless, its legality fails to give it currency, and the national 
issue disappears with the continental scrip, the French a.<<ignat, 
the Texas red-back, the South American shin-plaster. 

Specie payments will not prevent panics, but they w ill retard and 
cure them. 

And here, too, is the folly of an argument based on a supposition 
that governments can tell how much legal money is needeil fora 


nation's wants. The per capita theory is a vain one ; for the amount 
shifts from day to day, from market to market. In normal con- 
dition New York needs five millions of legal money to do the work 
of one hundred millions; in times of panic New Y^ork needs one 
hundred millions of legal money to do the work of one hundred 
millions. What amount shall the anxious legislator manufacture 
for New York's wants ? Shall he make it one hundred millions ? 
Then it will take two dollars to buy a ten-penny loaf when there is 
no panic. Shall he make it five millions ? If the panic continues 
he can buy his ten-penny loaf for half a cent. I would counsel the 
anxious legislator under these circumstances to hold off, and let God 
and nature take care of man’s wants. 

Without further discussion let us assume, 

1. That gold is the only basis of a sound ciii'rency. 

2. That i>aper redeemable in gold is the best currency. 

3.. That currency must always perform the larger part of the 
world’s exchanges. 

4. That currency is that form of credit which gets its birth in 
business transactions, and represents an existing value— either gold 
or ]>roperty. 

5. That currency, untrammeled by governmental interference, 
regulates its own volume. 

6. That governmental credit, not representing gold in the Treas- 
ury, not issued against property in existence, but against property 
consumed or destroyed, is a bastard currency; and, as a foreign 
and superfluous element, depreciates the currency of the people. 

7. That a depreciated currency inflicts moral ill upon all classes, 
but throws the material loss and suffering mainly on the farmer and 
laborer. 

8. That a depreciated currency tends to create and aggi'avate 
l>anics. 

9. That it is our duty to legislate in the direction of specie pay- 
ments. 

Now we come to the 

BILL OF THE COMMITTEE, 

I break no confidence in saying it is the bill of no member— it is lit- 
erally the bill of the committee— the result of conflicting views. A 
part of its provisions I like, a part I do not. But I am willing, as a 
whole, to take it. I believe there is more good in it than harm. 
It])oints and moves in the direction of specie payment. That is 
something. It tells the people we mean to be honest, when we can 
afford it; that we will make no more forced loans— issue no more 
greenbacks; but will by degrees redeem them all. Perhaps, after 
all, it is not safe to go faster. 

But with so strong a motive I would dare the risk of proclaiming 
rt'siiinptioii as the cliit'f glory of our centonnial; relying ui>on our 
ability to borrow suflicieat gold by the sale of our bonds. It wouhl 



be the brightest star in Philadelphia’s galaxy. I believe that gold 
enough, without panic, could be obtained in the European market 
to answer the demands of a graduated I'esumption, which should be 
complete on the Fourth of July, 1876. The sufferings, in my opin- 
ion, occasioned by such resumption would be slight compared with 
those following a depreciated currency. 

But in this opinion a majority of my colleagues of the committee 
do not share, and the result is the 

COMPEOMISE OF THE EIGHTH SECTION, 

which provides for the gradual reduction of the amount of legal- 
tender. That method was selected as the one involving the least 
distress. The contraction is gradual and slow. At the beginning 
the currency is not contracted at all. The quantity of national 
notes is not changed. A portion of them are changed in quality ; 
are of a higher value ; but this value is not for some time appreci- 
able, and to the end they can be used as legal-tender. For the-two 
millions each month withdrawn, two millions are immediately sub- 
stituted. These two millions discharge all the functions of the or- 
iginal greenback, although they have the further merit of carry- 
ing the promise of repayment in gold at a definite time. 

We have, therefore, until two years have elapsed, still four hun- 
dred millions of promises out; but of these promises two millions 
monthly are assuming a definite and respectable character. For 
two years, then, there can be no contraction of the volume. But 
will not the gold greenback be hoarded V Yes, by the banks, who, 
being forced to keep a reserve in greenbacks, will release their pa- 
2ier greenbacks, and use these instead. The banks need one hun- 
dred and forty millions for their reserve, so that the banks will fur- 
nish a depository for more than the fifty millions which can be is- 
sued for two years. After two years there will be contraction by the 
amount of two millions for each month. In the mean time, should 
private citizens compete with the banks for the gold greenback, 
which is scarcely probable until the reserve of the banks is supplied, 
the gold greenbacks in private hands furnish a slight elasticity to 
the currency which may have its use. 

THE GOLD GREENBACK 

at the issue is worth scarcely more than the paper greenback ; but 
as it approaches the time of payment increases rapidly in value, so 
that the tendency constantly increases to withdraw it from circula- 
tion. But, as it is still money, a great demand for money increas- 
ing its rate would force it into market again. 

Let us not forget, in examining this method, that the action 
taken is final and cannot, by indirection, be repealed by the Gov- 
ernment. The dishonored and indefinite promises that have been 
withdrawn are cancelled, never to be reissued. In their place are 
promises so explicit and definite that no Congress would dare to 
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break them. Two millions of irredeemable paper is destroyed 
each m nitli, and cannot, except by direct act of sovereignty, be 
re-created. 

It should not be unnoticed in considering the value of this meas- 
ure that 

IT IS A SIMPLE MEASURE, 


free from subtlety and comi>lication ; one within the comprehen- 
sion of the plain citizen. This is as it should be. If Government 


will meddle with that which it should leave alone, at least let this 
interference be such as the people can understand and intelligent- 


ly conform to. 

This is an easy measure, and alas! a slow measure of resump- 
tion. 


If we offered no quicker results we were bound to make provis- 
ions which should guard the long interim as far as possible from 
the evils of our dei>reciated currency. It was not, therefore, suf- 
ficient for this committee to offer only a iiiethod of resumption 
which in many years would bring this country to specie payments. 
It was necessary that they should also i>rovide what safeguards 
could be devised against the recurrence of panics in the meantime. 

^\ e have seen that the natural tendeu(?y of a depreciated cur- 
rency is to lead indirectly to the destruction of that trust which is 
the foundation of all currently. We have seen that this destruction 
of trust is the occasion of panic. In the absence of trust, in the 
tem[)orary destruction of currency, only money is ]>rized. In coun- 
tries where the currency is normal tlie duration of panics is stop- 
p(vl, by attracting to the points of stringency, l)y the offer of large 
interest, the money of the world. Here is an analogy which should 
guide ii> in the organization and management of the artificial 
curreiu'v whicdi we have created. 

AVinui, under our system, this lack of trust destroys the func- 
tions of currency, and a frightened people refuse to accept aught 
else than the substitute the law forces upon them, if the amount 
of money is limited, fi'om what source can the panic get its relief? 
It cannot fall back upon the markets of the world. The world, un- 
fortunately, has not its best currency. 

"W hat is wanted, is that elasticity which the laws of trade supply 
in those countries which enjoy the currency of the world. In 
what way van an artificial elasticity be established which shall 
measurably supply this want? There seems to be no other than 



THAT PLAN OF FREE BANKING 

which the bill embodies. Government cannot supply it. How can 
the Government bank? On what? Could it issue, it would be an 
unnatural currency. It would pass only under the compulsion of 
law. But the circulation of^tlie bank would be regulated by de- 
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mand, and would represent and be backed by the capital of the 
bank or other property. This is, of course, only true of a bank 
that expects to redeem. 

Banking without such expectation would tempt the banks to use, 
in other forms, their capital and to preserve none of it in a shape 
ready for the redemiffion of its notes. Having put out their notes, 
without fear of redemption, the capital which represented these 
notes, and the property in exchange for which they issued them, 
would be by them placed in permanent investments, out of their 
reach for purposes of redemption, practically destroyed. Then 
the bank-note would cease to be legitimate currency. Like the 
Government note, it becomes the representative of poverty, not of 
wealth — of that consumed, not that existing — and would be only 
an additional, foreign, and dangerous element in the circulation. 

But if the 

BANKS ARE FORCED TO REDEEM, 

they are forced to maintain within their control the values which 
their notes represented, and their notes, therefore, remain a sound 
and healthy currency. Tlie health of free banking depends en- 
tirely upon redemption. Were the banks required to redeem in 
gold, there could be no doubt of the wisdom of removing any re- 
strictions upon the volume of their issue; but in our case Govern- 
ment has interfered with the laws of trade and redemption may be 
made in legalized rather than real money. 

Under these conditions redemption is an experiment. Whether 
the legal tender, itself a piece of paper, can be made so sui)erior 
to the bank-note that the holder of the bank-note will pi'efer to 
exchange it for the legal tender, is yet a problem to be solved. To 
insure the success of the exi)eriment, all artificial means of in- 
creasing the value of the legal tender should be adopted. The 
bill of the committee finds the legal tender now superior to the 
bank-note, mainly in the fact that the legal tender is the bank’s 
reserve. This insures the co-operation of the banks. They will 
force redemption as far as their influence reaches. Is their influ- 
ence sufficient to regulate the whole issue? I am of opinion that 
it is ; that whether the citizen prefers the national note to the bank- 
note or not, if the banks do, a safe and i)ractical redemption is se- 
cured. The danger of a fixed volume of such currency as passes 
for money, in view of the probability of panics,is such that the pru- 
dent mind may well choose the risk of practical redemption. 
There is danger of less suffering from an excessive issue of bank- 
notes which are not sent home for redemption, than there is from 
the devastations of a panic, which would be aggravated by a limi- 
ted issue. Even without the restraints of redemption there is lit- 
tle danger of an excessive issue. The profits of the banking sys- 
tem are no longer great. The purchase of the bonds requires 
much money. The $56,000,000 issued in 1870 has but just been dis- 
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tributed. tinder these circumstances the risk cannot be great. 

We could afford to run a greater risk simply to check that cry of 
“monopoly,” which will be urged loudly and with reason as long 
as a restriction which has let in certain citizens excludes others 
from the prolits of the banking business. 

NOTICE THE LAST PROVISION. 

It practically directs that we shall not use our gold to buy bonds ; 
that we will pay, or save our gold to pay, obligations that are due, 
before we anticipate the payment of obligations not due. This is 
simple business thrift and honesty. Our gold can still be used for 
the ex])enses of Government when needed. With this drain upon 
the Treasury and the diminished income of the Government, gen- 
tlemen who deal in gold need have no fear that the accumulations 
will be much beyond the necessities of the monthly iiayments. I 
fear they may fall short. In that case the deficiency must be met 
by a sale of bonds or increased taxation. Against such deficiency 
the Ways and Means Committee of another Congress may need to 
report. But the sale of a few bonds, or a tax upon tea and coffee, 
is better than forever to continue the disgrace of an irredeemable 
currency. 

Another objection is, the gold greenback makes another kind of 
currency. That is an objection ; but both kinds perform the same 
functions, and, if in circulation, must pass at the same value. 

THE LAST OBJECTION 

is,— gradual as the process is, it is a process ultimately of contrac- 
tion, and must entail some suffering. This is true. It is idle to 
disguise it. We can regain specie payments only at a cost. But 
it is worth the cost. The people are ready to bear the pain; 
they clamor for the knife that shall save them. Shall we lack the 
courage to apply it to a willing patient ? It needs only the deter- 
mination, the start. Begin to rid us of a depreciated currency that 
stops our trade, saps our morals, and makes the rich richer, the 
poor poorer. Begin to give us a sound currency, the dollar of the 
fathers, the dollar of the world. We freed the slave ; we saved the 
Union ; we will pay our debts. 

Mr. FARWELL. I desire to ask my friend from New Jersey a 
question. He announces that he speaks in behalf of the poor la- 
borer of his State and of other States, who, he says, has suffered 
and is suffering on account of this depreciated currency. The 
question I desire to ask him is this : Whether the advanced price 

of labor is not four times greater than the present premium on 
gold? 

Mr. PHELPS. My answer to that would be, first, to deny the 
premises. I do not think “the price of labor is four times greater 
than the present premium on gold.” If my friend is correct in 
supposing that labor has increased fourfold beyond the premium 
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on gold, I make this reply: Much more certainly than he can show 
the price of labor has increased four times beyond the premium of 
gold, I can show the price of living has increased six times. 
Grant that the laborer gets 40 per cent, more than he once did, it 
costs him 00 per cent, more to live than then. And my answer to 
him now, whicli has been categorical, does not include the moral 
influences of a depreciated currency, which ultimately stops man- 
ufactures, ultimately stops trade, and so tends to deprive the la- 
borer of all wages. 

What is the result V A depreciated currency slowly raises the 
wages of the laborer; but at last the bubble bursts. Laborers in- 
stead of obtaining advanced wages cannot obtain wages at all. 
And if the gentleman wants to know whether the laborer with our 
depreciated currency gets an increase of wages four times greater 
than the premium on gold, let him go to Paterson and ask those 
five thousand mechanics who do not get any wages at all. 
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